
 
 
 
 

Appendix 3 
 

Directors’ Proposal 
 



12 October 2009 

To the Momentum Mortgages Debenture Holders 

Momentum Mortgages Limited (Receivers and Managers Appointed) (Subject to Deed of 
Company Arrangement) 

The 2008/2009 financial year will go down as one of the most challenging in this country's brief 
economic history and for debenture companies that invested in mortgages it was a catastrophic 
period, with nearly all small companies going into receivership. 

I would firstly like to apologise for the hardship that the present position of our company has no doubt 
caused you. 

Looking back on the anniversary of the decision to appoint receivers, I am satisfied that we did all 
that we could to prevent our company from going down this path and at the time the receivers were 
appointed we thought that this was the best way to go for the investors. We were led to believe that 
the receivers would be able to complete the existing projects promptly and that the costs of the 
receivership would be minimal compared with the cost of raising more capital (which was very 
expensive at the time). We also had no way of freezing redemptions as some other mortgage  fund^ 
were able to do in order to see out the crisis. 

There has been some comment by the receivers in relation to certain transactions that we entered 
into prior to the receivership. I can assure you that we only entered into these (and other) transactions 
with the sole objective of maintaining liquidity in the company. 

I can also assure you that my grandmother still has 100% of her life savings in the debentures. 

As you are no doubt now aware, a group of debenture holders have approached me with a view to 
putting together a proposal to take the company out of receivership and to prevent it from going 
into liquidation. I have worked closely with the debenture holders throughout 2009 to put together this 
proposal and the purpose of this letter is to set out how the company will move forward if the 
debenture h~lders~vote in favour of the proposal. 

Tt:;.. -'. 
- i.!t 

I firmly believe that the proposal will achieve the best result for you and I ask you to give the proposal 
your support by attending the meeting and voting in favour of the debenture holders resolutions. If 
you cannot attend please send your proxy to Mr Doug Batt as will be explained in correspondence. 
Whatever the outcome of the vote I will respect your decision as one of our valued investors. 



Management Structure 

Deed 
Administrator 

Deed Administrator 

The Deed Administrator is Mr David Leigh of the firm PPB. 

The Deed Administrator will supervise the directors. All funds payable to the company will be paid into 
the Deed Administrators bank account and then disbursed in accordance with the provisions of the 
DOCA. 

The costs of the Deed Administrator will be insignificant compared with those of the receiver yet the 
debenture holders will still have the benefit of a professional and independent third party supervising 
the receipt and distribution of funds. 

Day to Day Operations 

It is proposed that I will be responsible for the day to day operations of the company. I have a broad 
range of relevant experience and qualifications including: 

1. Lawyer with 18 years expereince 
2. Property development 
3. Licensed real estate agent 



This will be much more cost effective as at the moment the company is being run by a large team of 
accountants charging hourly rates up to $690 which is very inefficient. The company will be far less 
reliant on very expensive external lawyers and other consultants. Management fees will be capped 
no matter how long it takes to complete the construction and sale of assets. 

Debenture Holder Committee 

The debenture holders will have a say in important decisions as it is proposed to form a small 
committee of debenture holders with whom the directors will consult in relation to major decisions 
including: 

1 .  Financing costs to complete 
2. Building contracts 
3. Sales and marketing 
4. Distributions to debenture holders 

Mr Batt has received expressions of interest from debenture holders with extensive business, 
construction and property development experience. 

Objectives of the Proposal 

Our sole objective is to return as much money as possible to the debenture holders as soon as 
possible. 

Under the proposed amendments to the DOCA the company will be precluded from entering into 
new loans - we are only looking to complete and sell existing assets. 

Completion of existing projects 

The company now has only 5 assets being registered first mortgages over the following: 

1 .  Partially completed residential 8, commercial project in Hunter Street Newcastle West 
2. Partially completed residential development in Excelsior Parade Toronto 
3. Partially completed residential development in Prince Alfred Parade Newport 
4. Completed residential sub-division in Port Douglas (NE Queensland) 
5. Completed (stage 1 ) residential sub-division in Warwick (SE Queensland) 

We have sourced funds to enable completion of all three unfinished projects. 

If these properties are not finished promptly the holding costs, damage to existing works and 
likelihood of rising costs to complete will significantly diminish investor returns. 



Sales and Marketing 

We will be taking a different approach to that which has been taken by the receivers. 

We will not be having receiver's fire sale auctions where everyone in the market knows a bargain is to 
be had and the property is sold regardless of the price. We will also be working with the borrowers 
where possible. The borrowers have a strong vested interest in helping us maximise sales. We are sure 
that this approach will result in better returns than the existing approach. 

Once we have the projects completed we will be in a position to undertake an orderly sale of the 
assets. The market for the Newcastle, Toronto and Warwick properties is presently very strong. We 
have two bedroom units, three and four bedroom townhouses, land and house and land packages 
from $290,000 to $495,000. 

The Newport and Port Douglas properties offer greater challenges as they are in the high end or 
discretionary markets which have suffered the biggest falls in value. We have proposed up to 3 years 
to sell all assets as we want to give ourselves every chance of selling these properties for fair value. 

Projected Returns 

We have prepared a detailed cash flow which has been provided to the receivers. The priority is to 
repay the debt that will be incurred to complete the projects in order to minimise financing costs. 
Once the financiers are repaid we can commence distributions to debenture holders. The amount 
and timing of distributions is uncertain as this will be dependent on the rate of sale and the sales 
prices achieved. 

We hope to have all projects completed within 6 months of resuming control of the company. 

The DOCA will require us to make payment of 65 cents in the dollar within 3 years but we envisage 
have most money distributed within 18 months to 2 years. Any surplus funds over and above the 65 
cents will also be distributed to debenture holders. 

We are currently forecasting a return of approximately 73 cents in the dollar based on the information 
we have received from the receivers to date and our own analysis of the sales prices that can be 
achieved. We are also working on a proposal to enable some debenture holders to exit early at a 
discount. 

We cannot undo what has been done and we can only look forward for the best possible result for 
the investors. The receivers have indicated that they believe that our projected returns will be 
"challenging". Whilst that may be the case, I am ready for the challenge and I can promise the 
investors one thing - I will work tirelessly to achieve the best result possible. 

Should you require further information please do not hesitate to ask. 



Proposed Amendments to the MML Deed of Company Arrangement 

 

1 Interpretation 

 

1.1  Definitions 

 
DOCA Payment means the payment(s) to be made from the fund sufficient to make the 
distributions required by clause 5.3 of this deed. 

 
Existing Projects means construction projects that were the subject of funding agreements with 
the Company as at the date of this deed. 
 
Management Fees means the fees payable to the directors as set out in clause 6A (d) of this 
deed 
 

Operational Expenses means creditors incurred after the date of this deed in order to enable the 
company to trade 

Payment Date means the date thirty six calendar months from the day upon which this deed is 
executed by the company. 

Receivers Claim means the payments to be made to McGrathNicol from the fund. 

4       Effect of Deed on Secured Creditor 

          Delete clause 4.1 

5.3    Distributions from the Fund 

          (a)  firstly, in payment of any Admitted Claims that are Priority Claims 

          (b)  secondly, in payment of Management Fees and Operational Expenses 

(d)  thirdly, in payment of Admitted claims of Secured Creditors up until an amount which is equal to 
65 cents in the dollar for every dollar of debt owed 

(e)  fourthly, in payment of Admitted Claims of Unsecured Creditors up until an amount which is 
equal to 10 cents in the dollar for every dollar of debt owed: and 

5. 3A   Residual Payment 

If there are funds available after payment of the DOCA payments pursuant to clause 5.3 then 
those funds shall be distributed to the Secured Creditors. 

 6A   Directors and Management 



(a) The day to day management of the company shall be vested in the Company’s directors 
subject to the provisions of this deed. 

(b) The Company’s activities shall be limited to the completion of existing projects and 
realisation of existing assets and it shall not enter into any new loans. 

(c) The company may incur further debt in priority to Secured Creditors as necessary to 
complete existing projects. 

(d) The company’s directors (or their nominee) will be remunerated by the Company payable as 
follows: 

(i) $25,000  per month for 12 months from the date of amendment to 
this deed; 

(ii) Thereafter at $12,500 per month until payment of the DOCA Payment 
and the Residual payment pursuant to clause 5.3A of this Deed, or 
until the total payments to the directors reaches a total of $450,000, 
whichever occurs earlier. 
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